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SUBJ: ADDITIONAL SALES OF CHINESE OIL TO JAPAN 
REF: TOKYO 3960 
CINCPAC FOR POLAD 

1. ACCORDING PRESS REPORTS, GROUP OF JAPAANESE FIRMS HAS CON- 
CLUDED AGREEMENT TO PURCHASE ONE MILLION TONS OF OIL FROM PRC 
DURING 1974. AGREEMENT REPRESENTS SUCCESS OF EFFORTS BY 
SEVENTEEN-FIRM JAPANESE GROUP TO ESTABLISH NEW CHANNEL TO 
IMPORT ADDITIONAL QUANTITIES OF CHINESE CRUDE OIL INTO JAPAN 
(SEE REFTEL). CHINESE WILL REPORTEDLY SUPPLY 300,000 TONS OF 

OIL IN ARIL-JUNE PERIOD AND 700,000 TONS IN JULY - DECEMBER 
PERIOD THROUGH NEW CHANNEL. PRESS HAS REPORTED THAT PRICE 
OF OIL TO BE DELIVERED IN APRIL- JUNE PERIOD WILL 
BE $14.80 PER BARREL; PRICE OF OIL FOR DELIVERY FROM 
JULY-DECEMBER 1974 HAS NOT YET BEEN DETERMINED. 
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2. IN RESPONSE EMBASSY INQUIRY, MITSUI SOURCE WHO WAS 
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MEMBER OF MISSION EXPLAINED THAT MISSION LEADER HASEGAWA, 
CHAIRMAN OF ASIAN OIL CO., HAD INSTRUCTED THAT RESULTS OF NEG- 
OTIATIONS BE CONSIDERED AS CONFIDENTIAL. MITSUI REP DID CONFIRM 
THAT QUANTITIES WERE CORRECT AS REPORTED IN PRESS; HOWEVER, 

HE SAID PRICE AGREED WAS HIGHER THAN REPORTED $14.80 FIGURE. 
ASKED WHY IAPANESE HAD ACCEPTED SUCH HIGH PRICE, HE HINTED 
THAT CHINESE HAD INDICATED THAT PRICE FOR OIL FOR DELIVERY 
IN JULY-DECEMBER PERIOD, WHICH IS YET TO BE NEGOTIATED, WOULD 
BE SOMEWHAT LOWER THAN INITIAL 3 MONTH PRICE. MITI SOURCE 
ALSO SAID INTIAL PRICE AGREED TO BECAUSE JAPANESE HAD BEEN 
GIVEN "STRONG INDICATIONS" THAT PRICE WOULD DROP AFTER JULY 1. 


3. JAPANESE INTERNATIONAL OIL COMPANY HAD PREVIOUSLY 
CONCLUDED AGREEMENT FOR PURCHASE OF 1.5 MILLION TONS OF 
CHINESE OIL IN 1974. NEW AGREEMENT BRINGS TOTAL CONTACTED 
DELIVERIES OF CHINESE OIL IN 1974 TO 2.5 MILLION TONS. 
SHOESMITH 
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